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SUBJECT: REPORT OF IS AC 8 MEETING MARCH 16-17, 1977 

’BEGIN SUMMARY" DURING MEETING OF ISAC 8, MEMBERS REAFFIRMED 
THEIR CONCERN OVER FOREIGN TAX POLICIES, RESTRICTIONS ON THE 
SALE OR TRANSFER OF TECHNOLOGY AND OTHER SERVICES, ATTEMPTS 
TO ELIMINATE ASP, AND SUPPLY ACCESS PROBLEMS CONCERNING 
PETROLEUM AND RUBBER. MEMBERS ALSO EXPRESSED SPECIAL INTER 
EST IN THE UPCOMING DOMESTIC TARIFF EXCEPTIONS EXERCISE, 

AND ADOPTED A MORE FLEXIBLE POSITION ON THEIR RECOMMENDATION 
FOR NEGOTIATING TIRES AS A SECTOR. SPECIFIC HIGHLIGHTS OF 
THE MEETING FOLLOW: 

1 . TARIFFS - AFTER A LENGTHY DISCUSSION ON THE DIFFICULTIES 
OF ACHIEVING TARIFF "EQUALIZATION," MEMBERS STILL APPEAR TO 
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SUPPORT THE EQUALIZATION OBJECTIVE. REPRESENTATIVES OF THE 
RUBBER INDUSTRY STRESSED THAT FOREIGN TARIFF CONCESSIONS 
WITH THE EXCEPTION OF CANADA ARE NOT MUCH BENEFIT TO THEM. 

THE PROCEDURES FOR THE EXCEPTIONS EXERCISE AND EXAMPLES OF 
THE DOMESTIC CRITERIA REQUIRED TO JUSTIFY REQUESTS FOR 
EXEMPTING AN ITEM WERE EXPLAINED TO THE ISAC. THE MEMBERS 
WILL ADDRESS THE ISSUE OF EXCEPTIONS IN DETAIL AT THEIR 
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NEXT MEETING WHEN THEY WILL ATTEMPT TO REACH AN ISAC CONCEN- 
SUS REGARDING THE IMPORT SENSITIVITY OF EACH ITEM WITHIN 
THEIR PURVIEW. IN ADDITION, THE ISAC MODIFIED ITS RECOMMEN- 
DATION OF USING 1964 OR 1967 AS THE BASE DATE FOR CONVERTING 
SPECIFIC TARIFF RATES TO AD VALOREM EQUIVALENTS FOR NEGO- 
TIATING PURPOSES. THE MEMBERS WILL REVISE THEIR ADVICE AT 
THE NEXT MEETING AFTER ANALYZING THE EFFECTS OF USING 1972, 

1973, 1974 AS THE BASE DATE FOR CONVERSION, BUT WERE CON- 
CERNED WITH GOING BEYOND 1973 DUE TO RAPID PRICE RISES. 

2. TAXATION - MEMBERS EXPRESSED CONCERN WITH TRADE- 
DISTORTING EFFECTS OF BORDER TAXES. DESPITE A PESSIMISTIC 
APPRAISAL OF ADDRESSING THE ISSUE IN THE MTN, THE ISAC 
CONTINUED TO PRESS FOR USG EFFORTS TO HAVE BORDER TAXES 
RAISED IN THE MTN AND OTHER APPROPRIATE FORA. IN ADDITION, 
FOREIGN TAX INCENTIVES, ESPECIALLY THEIR EFFECTS ON TRADE 
IN THIRD-COUNTRY MARKETS, WERE HIGHLIGHTED BY THE ISAC AS 

A MAJOR CONCERN. THE MEMBERS AGREED TO PROVIDE ADDITIONAL 
DETAILED INFORMATION CONCERNING THESE PRACTICES FOR DIS- 
CUSSION AT THE NEXT MEETING. 

3. CUSTOMS - A REPRESENTATIVE OF THE RUBBER FOOTWEAR 
INDUSTRY EXPRESSED CONCERN THAT THE EC PROPOSAL FOR NEW 
INTERNATIONAL VALUATION RULES IS MERELY AN INDIRECT ATTEMPT 
ON THEIR PART TO ACHIEVE ELIMINATION OF ASP. MEMBERS WHOSE 
PRODUCTS BENEFIT FROM ASP (PLASTICS MATERIALS AND RUBBER 
FOOTWEAR) ALSO WARNED AGAINST USING A STRAIGHT MATHEMATICAL 
FORMULA TO CONVERT ASP TO A TARIFF AS WAS CONTEMPLATED IN 
THE KENNEDY ROUND. THESE MEMBERS URGED THAT THE ASP ISSUE 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 STATE 062795 

BE GIVEN APPROPRIATE INTERAGENCY CONSIDERATION BEFORE ANY 
COMMITMENT TO CONVERTING OR ELIMINATING ASP IS MADE. 

4. SUPPLY ACCESS - THE ISSUE OF PRICING AND AVAILABILITY 

OF PETROLEUM, A KEY COMPETITIVE FACTOR FOR THESE INDUSTRIES 
WAS STRESSED. DESPITE BEING INFORMED OF THE UNLIKELIHOOD 
OF PETROLEUM BEING INCLUDED IN THE MTN, MEMBERS CONTINUED 
TO URGE USG EFFORTS TO KEEP THIS PROBLEM IN CONSIDERATION 
WHEN DEALING WITH THE ISAC'S INTERESTS IN THE MTN. ANOTHER 
CRUCIAL PROBLEM FOR THE ISAC IS THE ATTEMPT BY THE RUBBER 
CARTEL, LED BY MALAYSIA AND INDONESIA WHICH TOGETHER ACCOUN 
FOR 85 PER CENT OF WORLD PRODUCTION, TO CONTROL THE LEVEL 
OF SUPPLY IN ORDER TO MANIPULATE PRICES. MEMBERS SUGGESTED 
IN THE CONTEXT OF THE TROPICAL PRODUCTS EXERCISE, THAT U.S. 
TARIFF CONCESSIONS ON PRODUCTS OF INTEREST TO THESE COUNTRI 
BE USED AS LEVERAGE TO GAIN SUPPLY ACCESS COMMITMENTS. 
HOWEVER, THE LIMITED NATURE OF THE TROPICAL PRODUCTS EXER- 
CISE WAS EXPLAINED TO THE ISAC. 
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5. SERVICES - A PRESENTATION WAS MADE TO THE IS AC OUTLINING 
THE FINDINGS AND RECOMMENDATIONS OF THE INTERAGENCY TASK 
FORCE ON SERVICES AND THE MTN. THE RECOMMENDATION THAT 
SERVICES BE INTRODUCED IN THE MTN ONLY IN A SELECTIVE 
FASHION AND THE FINDING THAT MOST SERVICES PROBLEMS ARE 
INVESTMENT RATHER THAN TRADE-OREINTED HERE BOTH STRESSED. 
THE ISAC REACTED NEGATIVELY, HOWEVER, WHEN TOLD THAT MOST 
OF THE SERVICE PROBLEMS MENTIONED IN THE ISAR (TAX PROBLEMS 
WITH PAYMENTS FOR TECHNICAL SERVICES PROVIDED TO AFFILIATES 
IN VARIOUS LDCS) SEEMED RELATED MORE TO INVESTMENT THAN 
TRADE AND THEREFORE DID NOT SEEM TO BE APPROPRIATE ISSUES 
TO TAKE UP IN THE MTN. THE ISAC ARGUED THAT THESE ARE 
ACTUALLY RESTRICTIONS ON TRADE WHICH ARE PART OF THE 
OVERALL TRANSFER OF TECHNOLOGY PROBLEM WITH THE LDCS AND 
THAT THEY SHOULD BE BROUGHT UP ANYWHERE THAT IS APPROPRIATE, 
INCLUDING THE MTN. PLEAS THAT THE MTN IS BY AND LARGE NOT 

AN APPROPRIATE FORUM WERE IGNORED BY THE MEMBERS. ISAC 
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MEMBERS WILL BE MAKING ADDITIONAL SUBMISSIONS ON SERVICES 
AND WILL PROBABLY WISH TO REVERT TO THE TOPICAAT THE NEXT 
MEETING. 

6. SECTORS - REPRESENTATIVES OF THE TIRE INDUSTRY MODIFIED 
THEIR ADVICE THAT TIRES BE NEGOTIATED AS A SEPARATE SECTOR, 
STRESSING INSTEAD THAT THE KEY CONSIDERATION WAS THE 
ACHIEVEMENT OF THEIR OBJECTIVES, NOT THE TECHNIQUE IMPLE- 
MENTED TO GAIN THEM. REPRESENTATIVES OF THE PLASTICS 
MATERIALS AND PROCESSED RUBBER INDUSTRIES CONTINUED TO 
URGE THAT THEIR PRODUCTS BE INCLUDED IN A CHEMICAL SECTOR, 

IF ONE IS ESTABLISHED. 

7. OTHER ISSUES DISCUSSED BY THE ISAC INCLUDED THE RESTRICT- 
IVE NATURE OF DISCRIMINATORY BILATERAL AGREEMENTS, EXPORT 
SUBSIDIES (THE ,SAC REAFFIRMED ITS STRONG INTEREST IN AN 
INTERNATIONAL CODE OF CONDUCT ALONG THE LINES OF THE U.S. 
PROPOSAL), GATT REFORM, AND STANDARDS (THE ISAC AGREED TO 
PROVIDE ADVICE ON THE DRAFT CODE). 

8. ISAC REACTION TO MEETING - MEMBERS OF ISAC 8 DESCRIBED 
THE MEETING AS THE MOST FRUITFUL AND SATISFYING SESSION 
SINCE THE INCEPTION OF THE ISAC PROGRAM. THE NEW FORMAT 
INDICATES THAT THE USG IS LISTENING TO THEIR CONCERNS. 

MEMBERS ALSO NOTED THE NEED FOR OTHER KEY GOVERNMENT 
AGENICES, PARTICULARLY TREASURY AND STATE, TO BE PRESENT 
AT ISAC MEETINGS AND PARTICIPATE IN THE DISCUSSIONS. 
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